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RULE

DEPARTMENT OF LABOR
OFFI CE OF WORKERS' COWPENSATI ON

Title 40
Labor and Enpl oynent
Part |I. Wrkers' Conpensation Adm nistration

Chapter 17. Fiscal Responsibility Unit

81701. Financial Conpliance

Every enployer subject to the jurisdiction of the Louisiana Wrkers'
Conpensation Act shall filewith the Ofice of Wirkers' Conpensati on proof of its
conpliance with t he Workers' Conpensati on i nsurance provi sion of the Act La. R S.
23:1168. A notice from the insurer, on a form devel oped by the Director,
certifying conpliance will be accepted as proof. The form nmust be received
within thirty (30) days of the policy's effective date.

AUTHORI TY NOTE: Pronul gated in accordance R S. 23:1168 and Act 938 of
1988 Regul ar Sessi on

HI STORI CAL NOTE: Pronul gat ed by t he Departnent of Enpl oynent and Trai ni ng,
O fice of Workers' Conpensation, LR 17:959 (Cctober 1991).

81703. Termination of Coverage by Insurance Carriers; Enployer to obtain New
Cover age

A Any insurance carrier desiring to cancel or terminate an insurance
policy before the expiration date stated in the policy shall be required to give
twenty (20) days prior notice thereof in witing to the Ofice of Wrkers
Conpensati on, the enployer, and the Louisiana Conmm ssi oner of I|nsurance.

B. The enpl oyer whose policy has been cancell ed or term nated shall, on
or before the 20th day after receipt of the notice of cancellation or
termnation, file evidence with the Ofice of Wrkers' Conpensation of having
obt ai ned ot her coverage in accordance with the Act. Failure on the part of the
enpl oyer to file such evidence within 20 days shall be considered by the Ofice
of Workers' Conpensation as prim facie evidence of violation and subject the
enployer to the penalties prescribed under La. R S. 23:1170 of the Act.
(Effective July 1, 1989)

AUTHORI TY NOTE: Promul gated in accordance with R S. 23:1168 and Act 938
of 1988 Regul ar Session
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LAC 40:1. Chapter 17 Fi scal Responsibility Unit

HI STORI CAL NOTE: Pronul gat ed by t he Depart nent of Enpl oynent and Trai ni ng,
O fice of Wirkers' Conpensation, LR 17:959 (August 1991).

§1705. Definitions

A When used in these rules, the foll owing words or terms shall have the
nmeani ng as described in this section.

1. Certified Audit - an audit upon which the auditor expresses his
prof essional opinion that the acconpanying statement presents fairly the
financial position of the Self-insurer or fund in conformty with generally
accepted accounting principles consistently applied.

2. Conditional Reserves - acceptable assets equal to the security
deposit requirement plus any additional contingent reserves established by the
trustees or required by the Ofice.

3. Contingent Liability - the amount that a Self-insurer's fund may be
obliged to pay in excess of a given fund year's standard prem umcoll ected or on
hand. This liability is considered funded if a security deposit equal to the
total anount of the contingent liability has been posted. This liability is
consi dered unfunded if a surety bond has been posted equal to all or a portion
of the total ampunt of the contingent liability.

4. Current Ratio - the ratio of current assets to current liabilities
as shown in the nost recent financial statenent.

5. Manual Premium - premum determned by nultiplying the payroll
(segregated into the proper workers' conpensation job classifications) tines the
appropriate nmanual premumrates, or prem uns tabul ated on unspent payrolls, or

limted payrolls as pronulgated by the National Council on Conpensation
I nsur ance.

6. Loss Devel opnent - the change in incurred | oss fromone point intime
to anot her.

7. Loss Fund - the retention of liability for an I ndividual Self-Insurer
under the terns of an aggregate excess contract. In the absence of an aggregate
excess policy, it is the anbunt of noney allocated to pay clains.

8. Net Safety Factor - any amount needed in a given fund year in

addition to current loss reserves to fund future | oss devel opnent.

9. Servi ce Conmpany - a business which has net all the requirenments of
Section 1713 of these rules and which has obtained Ofice approval to contract
with Self-insurers for the purpose of providing all services necessary to plan

and maintain an approved Self-insurer program The term "Service Agent" is
synonynous with the term "Service Conpany" as used in these rules.
10. Surplus - all other assets a fund may have on hand in excess of al

| oss reserves, actual and contingent liabilities and net safety factors in al
fund years.
11. Office - the Ofice of Workers' Conpensation Adm nistration.
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12. Wor ki ng Capital or Net Current Assets - current assets |ess current
liabilities.
13. Conmut ation - A substitution, exchange or interchange of one

security for another.

AUTHORI TY NOTES: Pronul gated i n accordance with R'S. 23:1291 (B)(7) a(8),
1168 Act 938 or 1988 Regul ar Sessi on

HI STORI CAL NOTE: Promnul gat ed by t he Depart nent of Enpl oynment and Trai ni ng,
O fice of Wirkers' Conpensation, LR 17:959 (October 1991).

8§1707. Conditions for Obtaining Certificate of Self-Insurance

The Director shall prescribe aggregate and specific excess insurance
coverage and/or surety bonds or the deposit of other security as a condition of
obtaining a certificate of self-insurance.

AUTHORI TY NOTES: Pronul gated i n accordance with R'S. 23:1291 (B)(7) a(8),
1168 Act 938 or 1988 Regul ar Sessi on

HI STORI CAL NOTE: Pronul gat ed by t he Departnent of Enpl oynment and Trai ni ng,
O fice of Whrkers' Compensation, LR 17:959 (Cctober 1991).

§1709. Acceptable Securities or Surety

A The securities acceptable to the Ofice of Wrkers' Conpensation
Admi nistration as a security deposit shall be U. S. Governnent Bonds; Irrevocable
Letters of Credit issued by a federal or state bank pre-approved by the Ofice
of Workers' Conpensation; Surety Bonds in a formprescribed by the Office which
are issued by any corporate surety which neets the qualifications prescribed in
Par agraph B of this section; and other fornms of security deemed acceptabl e by the
Director of the Ofice of Wirkers' Conpensation. Self-insurers nust have all
funded securities made payabl e to the Louisiana Office of Wrkers' Conpensati on.

B. Any corporate surety, tobeeligible for witing self-insurers' bonds
in the State of Louisiana, shall be an adnmitted or approved carrier by the
| nsurance Conmi ssioner of the State of Louisiana to transact such a business in
the State, shall have its latest financial statement on file with the Insurance
Conmi ssioner and the O fice of Workers' Conpensation Adm nistration; and shall
at all tines show assets, including surplus to policyholders, at |east equal to
the |l atest I nsurance Commi ssion requirenents for adm ssion of a new conpany to
do business in the State. The policyhol ders and financial ratings, as shown in
the nmost current issue of Best's Key Rating Guide, Property -Casualty, shall not
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LAC 40:1. Chapter 17 Fi scal Responsibility Unit

be |l ess than "B" and "IV", respectively. |In the event a conpany is not rated by
Best's, a corporate surety may be approved at the discretion of the Ofice.
C. Al'l such securities shall be filed with the Ofice of Wrkers

Conpensation for deposit under custody receipt. The Ofice shall be authorized
to sell and/or collect, in the case of default of the enployer or group, such
anount thereof as shall yield sufficient funds to pay conpensation liabilities.
The Ofice shall 1ikewi se be authorized to bring suit upon any surety bond so
posted, to procure pronpt paynent of conpensationliabilities. Interest accruing
on any negotiabl e securities so deposited shall be collected and transmitted to
the depositor, provided he is not in default in the payment of conpensation or
the annual premiumtax. All deposits shall remain in the custody of the Ofice
until such time as the workers' conpensation clainms, which the deposits secure,
have been fully satisfied.

D. Any securities held by the O fice may be exchanged or repl aced by t he
depositor with other securities of Iike nature and amount. Any surety bond may
be exchanged or replaced with another surety bond, provided the required thirty
(30) days notice of termination of liability is given to the Ofice. Wenever
an enpl oyer di scontinues business inthe State or desires to term nate his status
as a Self-insurer, or desires to replace securities with a surety bond, he shal
so notify the Ofice and may recover the securities deposited with the Ofice
upon posting in lieu thereof a special release bond i ssued by a corporate surety
in an anount equal to the total value of such securities. The special release
bond shall cover all existing liabilities under the Workers' Conpensati on Act and
shall remain in force in accordance with the prescriptive and preenptive period
provided at R S. 23:1209, and until such time, to be determ ned by the Ofice,
that all obligations under the Act have fully discharged.

AUTHORI TY NOTES: Pronul gated in accordance with R S. 23:1168 Act 938 of
1988 Regul ar Sessi on

HI STORI CAL NOTE: Promnul gat ed by t he Depart nent of Enpl oynment and Trai ni ng,
O fice of Wirkers' Conpensation, LR 17:959 (COctober 1991).

81711. Filing of Reports - Penalties

A Each Individual Self-insurer shall file annual statements of
financial conditionwiththe Ofice of Workers' Conpensation in aformacceptable
to the Ofice of Wirkers' Conpensation on or before May 1 of each year. Except
that fiscal year end filers shall file annual statenments of financial condition
four (4) months after fiscal year end. These statements nmust be prepared by a
Certified Public Accountant and nmust be certified audits, except that an
I ndi vidual Self-Insurer may be allowed to submt another type of statenent
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acceptable to the Ofice of Wrkers' Conpensation. An additional security
deposit or surety bond nmay be required in the absence of a certified audit.

B. Summary Loss Data will be filed with the Ofice of W rkers
Conpensati on by each Individual Self-insurer on or before February 1 of each
year. This report will include but not be limted to the name of the enployer,
name of the injured enployee, claimnunber, date of accident, nature of injury,
anounts paid on the claimfor indemity or nmedical and outstandi ng reserves, if

any. This report will cover all incurred | osses for the prior year as well as
any pending clainms where any type paynent is made or reserve is pending.
C. In addition to the above required annual reports, the O fice of

Wor kers' Conpensation may require interim financial statenments, summary |oss
data, payroll audits, or such other reports or statenents upon reasonabl e notice.

D. This rule places the responsibility on the enployers, groups and
servi ce conpani es to performtheir prescribed duties and responsibilities w thout
prompting fromthe Ofice. Failure or refusal of any self-insurer to file the
required report with the O fice within the prescribed tinme period shall subject
the self-insurer to a civil penalty in such anbunt as the Office may prescribe,
not to exceed $100 per infraction per day, and may be sufficient cause for the
revocation of the Self-insurer privilege. Failure to pay such penalty within
thirty (30) days of the notification nmay be considered additional cause for
revocation of the self-insurer privilege.

AUTHORI TY NOTES: Pronul gated in accordance with R S. 23:1168 Act 938 of
1988 Regul ar Sessi on

HI STORI CAL NOTE: Pronul gat ed by t he Departnent of Enpl oynment and Trai ni ng,
O fice of Whrkers' Compensation, LR 17:959 (Cctober 1991).

§1713. Contract of Excess |nsurance

A Aggregate and specific excess insurance with liability limts and
retention ampunts acceptable to the O fice of Wrkers' Conpensation shall be
required as a condition of approval of any Individual Self-insurer as hereinafter
provi ded:

1. The retention of specific excess policies shall be no nore than
$250, 000 or one percent (1% of the self-insurer's net worth, whichever is
greater. The maximum retention so cal cul ated shall be rounded to the nearest
$50, 000. Acceptable retention |levels, subject to the above maxi mum shall be
determ ned by the Office for each self-insurer. Such acceptable retention shal
be based on an eval uation of the self-insurer's financial condition and exposure
to | oss.
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2. In cases where the upper linmt of a corporation's excess insurance
is not statutory, the Ofice of Wrkers' Conpensation will require that the
anount be at |east the greater of the average incurred workers' conpensation
| osses for the last three years or 5 mllion dollars.

B. No contract or policy of excess insurance shall be recogni zed by the
Office in considering the ability of an applicant to fulfill its financial
obligation under the Workers' Conpensation Act unless such contract or policy:

1. I's issued by a recogni zed, admitted or approved casualty insurance

conpany with a financial rating as shown in the npst current issue of Best's Key
Rating Guide, Property-Casualty of not less than "B" and "I V"

2. Is not cancel abl e except upon twenty (20) days witten notice by
regi stered or certified mail to the other party to the policy and the Louisiana
O fice of Wrkers' Conpensation. The required notice is ten (10) days if the
cancellation is for non-paynent of policy prem um and

3. Is renewabl e at the expiration of the policy period unless witten
notice by registered or certified mail is given to the other party to the policy
and the Loui siana O fice of Wirkers' Conpensation, twenty (20) days prior to such
expiration by the party desiring to cancel or not to renew the policy. The
required notice or non-renewal is ten (10) days if the non-renewal is for non-
paynment of policy prem um

C. Additionally, acontract or policy of excess i nsurance contai ni ng any
commut ation clause shall only be recognized by the Ofice in considering the
ability of an applicant to fulfill its financial obligation under the workers
conpensation act where the Ofice is satisfied that sufficient security is
provided to assure future paynments of conpensation to enployee(s) entitled
t her et o.

AUTHORI TY NOTES: Pronul gated in accordance with R S. 23:1168 Act 938 of
1988 Regul ar Sessi on

HI STORI CAL NOTE: Promnul gat ed by t he Depart nent of Enpl oynment and Trai ni ng,
O fice of Wirkers' Conpensation, LR 17:959 (COctober 1991).

8§1715. Servicing for Self-lInsurer; Qualifications for Service Conpanies.

A Each | ndividual Self-insurer, as a condition of approval to Self-

i nsure, shall be required to provide proof of conpliance with the provisions of
this section as foll ows:

1. It shall be the sole responsibility of each Individual Self-insurer
to provide for qualified persons to service its programin the areas of clains
adj usting, underwiting, safety engineering and |oss control. Shoul d the
I ndi vi dual Sel f-insurer be unable or unwilling to provide any or all of these

services through the use of its own enployees, then it shall contract wth
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out si de agencies with established qualifications, as evidenced by their officia
certificates of approval issued by this Ofice, to provide these services.

2. In the case where an Individual Self-insurer elects to contract with
an approved service conpany, the Ofice of Wrkers' Conpensation nay, at its
di scretion, choose to use the service conpany as an internmediary in its dealings

with the enployer. 1In the case where no service conpany is used, the Ofice will
deal with the enployer only.
B. Any firm desiring to become qualified as a service conpany for

I ndi vidual Self-lInsurers shall nake application to the Office on such forns as
may be prescribed and the application nust be approved before any contract for

servicing shall be recognized as fulfilling paragraph A of this section.

C. Any firm making application to qualify as a service conpany shal
provi de proof that it mnmeets the followi ng conditions before approval nay be
gr ant ed.

1. The owners of the firm including menbers of a co-partnership, and

the officers of the corporation, shall be persons of good noral character with
reputations for honesty and fair dealings.

2. That the firmhas a sufficient nunber of experienced and qualified
cl ai ms personnel, including at |east one resident adjuster with check or draft
authority.

3. That the firmhas a sufficient nunber of experienced and qualified
personnel in the areas of |oss control and safety engineering.

4. That the firmhas a sufficient nunber of experienced and qualified
personnel in the area of underwriting. In this context, underwiting includes,

but is not linmted to, the overall planning and coordinating of a Self-insurer
program the ability to advise or assist in the procurenent of bonds and excess
i nsurance, the ability to provide sunmary data regarding the Self-insurer's costs
of accidents, includingthe frequency and distribution by type and cause, and t he
skill to make recomrendations to the Sel f-insurer regarding the correction of any
deficiencies that arise in the Self-insurer program

5. The application for the privilege of being a Service Conpany, as
defined herein, shall be acconpanied by a remttance in the anount of $200. 00,
payable to the Louisiana Ofice of Wrkers' Conpensation. This fee will not be
refunded, regardless of the disposition of the application

D. In support of its application the firm shall submt sunmary
informati on concerning its organization and resunes on all enployees wth
admi ni strative or professional capacity sufficient to establish conpliance with
paragraph C of this section.

E. Upon conpliance to the satisfaction of the Office with the above
provisions, a certificate of approval as a recognized and authorized service
organi zation shall be issued to the applicant. Failure to conply with any of the
foregoing rules or any order of the Office within the tine prescribed shall be
consi dered good cause for withdrawal of the certificate of approval. The Ofice
shall give prior witten notice of such withdrawal. The service conpany shal
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have fifteen (15) days fromthe date of mailing to request a hearing. Failure
to request a hearing within the time prescribed shall result in the wthdrawa
becom ng effective thirty (30) days fromthe date of mmiling of the origina
noti ce. In no event shall the withdrawal of the certificate of approval be
effective prior to the date that the hearing on the question is schedul ed. Such
notice shall be served personally or by certified or registered nail upon al

i nterested parties.

F. Each service conpany shall file immediately upon entering into a
contract or agreement for servicing, notice of this contract or agreement with
the Ofice of Wrkers' Conpensation Adnnistration. It shall be the
responsibility of the Individual Self-insurer to obtain the witten permni ssion
of the OFfice of Workers' Conpensati on Admi nistration before changing its nethod
of fulfilling its servicing requirements from those which were previously
approved by the O fice.

AUTHORI TY NOTES: Pronul gated in accordance with R S. 23:1168 Act 938 of
1988 Regul ar Sessi on

HI STORI CAL NOTE: Promnul gat ed by t he Depart nent of Enpl oynment and Trai ni ng,
O fice of Workers' Conpensation, LR 17:959 (COctober 1991).

8§1717. Revocation or Termination of the Self-Insurer Privilege

A Failure to conply with any of the rules or with any order of the
Office of Workers' Conpensation Administration within the time prescribed may be
consi dered good cause for revocation or term nation of Self-insurer privilege,
wi t hin the meani ng of Louisiana Statutes. Non-conpliance with the provisions of
the Workers' Conpensation Act, in particular those relating to tinme and met hod
of conpensation paynents, the furnishing of nedical treatnent and filing of
acci dent and conpensation reports and failure to pay any assessnment, may | i kew se
be deemed good cause. The Ofice shall give witten notice of such revocation
or termnation to the enployer and/or his agent(s). The enployer shall have
fifteen (15) days fromthe date of mailing of the notice to request a hearing on
the revocation or termnation. Failure to request a hearing within the tine
prescribed shall result in the revocation or ternm nation becom ng effective
thirty (30) days fromthe date of nmailing of the original notice. In no event
shall any revocation or term nation becone effective prior to the date that a
hearing on the question is schedul ed. Such notice shall be served personally or
by registered nmail upon all interested parties.

B. It will be necessary for a Self-insurer to notify the Ofice if the
status of the Self-insurer is materially changed (Individual ownership to
partnership or to corporation, nerger, etc.) at which time, the newentity shall
be required to qualify. In the event there is a change in majority ownership of
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a Self-insurer, the Self-insurer privilege granted to an individual Self-insurer
shall be at the discretion of the Ofice.

AUTHORI TY NOTES: Pronul gated in accordance with R S. 23:1168 Act 938 of
1988 Regul ar Sessi on

HI STORI CAL NOTE: Promnul gat ed by t he Depart nent of Enpl oynent and Trai ni ng,
O fice of Wirkers' Conpensation, LR 17:959 (October 1991).

8§1719. Enforcement by O fice of Wrkers' Compensation of Order of Conpliance;
Order of Denial; or Oder of Term nation of Self-Insured Status

If the OFfice of Workers' Conpensati on has probabl e cause to believe that
an order denying or termnating Self-insurer status is being violated or that an
enpl oyer who is approved or has been previously approved as a Self-insurer is
liquidating or nmay be about to liquidate and distribute its assets to its
st ockhol ders or to its nmenbers without providing for its obligation as a Self-
insurer to pay or arrange for the paynent of conpensation and benefits as
prescribed for in the Act, the Ofice nay cause an action to be filed in the
Court of East Baton Rouge Parish or in the Parish in which such person does
busi ness to enjoin and restrain such person fromengagi ng i n such nmethod, act or
practice; in addition to the other penalties it may assess according to | aw

AUTHORI TY NOTES: Pronul gated i n accordance with R'S. 23:1168, 1169, 1170
Act 938 of 1988 Regul ar Session

HI STORI CAL NOTE: Pronul gat ed by t he Departnent of Enpl oynment and Trai ni ng,
O fice of Workers' Compensation, LR 17:959 (Cctober 1991).

§1721. Tenure of Authority

Certificates of Authority granting the privilege of being a Self-insurer
for workers' conpensation purposes shall expire on July 1 of each year or 2 (two)
nont hs after the annual report is due for fiscal year end filers. At the tine
of renewal, the Self-insurer nmust furnish or have on file with the Ofice, an
acceptable financial statenment for its current fiscal year and nmust fully conply
with the law and the Rules of this Office. Certificates of Approval for Service
Conpani es nmust be renewed on an annual basis. Any information submtted by an
enployer in its application to become a Self-insurer, or in its request for
renewal of that authority, will be treated with strict confidence by the Ofice.
Any information submtted by a service conpany in its application for approval
or in its request for renewal of that approval will be treated with strict
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confidence by the OFfice except that the nanme, address, and status of an enpl oyer
that is self-insured nay be communi cated effective Septenber 1, 1991 pursuant to
amendments to LSA-R S. 23:1168. A (4).

AUTHORI TY NOTES: Promul gated in accordance with R'S. 23:1168 Act 938 of
1988 Regul ar Sessi on

HI STORI CAL NOTE: Pronul gat ed by t he Departnent of Enpl oynment and Trai ni ng,
O fice of Whrkers' Compensation, LR 17:959 (Cctober 1991).

8§1723. Individual Self-lnsurer - Application

A Each enployer desiring to becone a Self-insurer individually, as
contenpl at ed by Loui si ana statutes, shall nmake applicationto the Ofice for such
privilege on a form prescribed by the Ofice, and this application shall be
filed with the Office at |east sixty (60) days prior to the desired effective
date. The application shall contain answers to all questions propounded and
shal | be under oath.

B. Before considering the application, the Ofice will require:

1. Fi nanci al statement of a current date showi ng a net worth of not | ess
t han Seven Hundred and Fifty Thousand Dol |l ars ($750,000.00) and a current ratio
of nore than 1.5 to 1 and a working capital of an anpunt establishing financial
strength and liquidity of the business to pay normal conpensation clains
pronptly. However, conpanies qualified to be self-insured prior to the
i mpl enentation of these rules who do not nmeet the requirenment of a net worth of
$750, 000. 00 may nonethel ess qualify for continued certification upon a show ng
that they neet all other requirenents of these rules and that they have been
continually operating as an approved self insurer. The requirenent for nore than
1.5to 1 current ratio may be waived in the case of a public utility or in those
i nstances where generally recognized accounting principles peculiar to a
particul ar industry make this requirenent unreasonable. In no event shall the
net worth be |l ess than three (3) tinmes the annual |oss fund, or in the event that
aggregate excess insurance is not nmintained, then the net worth shall be at
| east three (3) tines the Self-insurer's annual standard prem um Fi nanci al
statements dated six (6) nonths or nore prior to the date of application nust be
acconpani ed by an affidavit stating that there has been no material | essening of
net worth nor significant deterioration of current ratio since the date of the
statement.

An enpl oyer goi ng through or recently acquired through a highly
| everaged buy out is not eligible to Self-Insure until the conpany has a wel
established and acceptable financial capacity. Judgenent of the conpany's
financial capacity will be based upon financial ratio analysis. This type of
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conmpany must operate on an insured basis until the financial status is fully
known.

2. In considering the financial strength and liquidity of the business
to pay nornml conpensation clainms, the Ofice will take into consideration
contracts or policies of excess insurance in accordance with Section 1711

The determ nation of a conpanies financial strength will also be
based upon a financial ratio analysis and the trends in operating and net incone.
A nunber of successive years operating net | osses experienced by a conpany may
cause the O fice of Wirkers' Conpensation to deemthat company unable to assune
the responsibility of self-insuring.

3. In addition, a conpany nust have been in business for at least 3
years unl ess they are part of an established operation that is able to guarantee
the financial stability of the concern

4, Each enpl oyer shall execute and file with the Ofice an agreenent,
whi ch shall be part of his application, whereby he agrees (1) to fully di scharge
by cash payment all anopunts required to be paid by the provisions of the Act, and
(2) to deposit with the Ofice acceptabl e securities or corporate surety bond to
secure guarantee of paynment of conpensation liabilities.

5. Each I ndividual Self-insurer shall satisfy the Ofice that it has
conplied with the provisions of Section 1713(A) before approval for Sel f-insurer
status may be granted by the Ofice. In addition, the Ofice may require
periodic proof that the Self-insurer is conplying with these standards on a
conti nui ng basi s.

6. The application for the privilege or the renewal of the privilege of
being a Sel f-insurer shall be acconpanied by a remttance i n the amount of $100,
payabl e to the Louisiana Ofice of Workers' Conpensation. This fee will not be
refunded, regardl ess of the disposition of the application

7. An investigation and study of the financial and other capabilities
of the individual applicant to nmeet its' obligation under the Act wll be
conducted by the Sel f-insurer Departnent of the Office. The Adninistrator of the
Sel f-insurer Departnment of the Office will submit an evaluation report to the

Office, after which formal approval for Self-insurer status may be granted by t he
O fice.

AUTHORI TY NOTES: Promul gated in accordance with R S. 23:1168 Act 938 of
1988 Regul ar Sessi on

HI STORI CAL NOTE: Pronul gat ed by t he Departnent of Enpl oynment and Trai ni ng,

O fice of Workers' Conmpensation, LR 17:959 (Cctober 1991).

8§1725. Security Requirenments
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A Pursuant to La. R S. 23; 1168, each individually Sel f-insured enpl oyer
shal |l deposit with the Office acceptable securities or post a surety bond i ssued
by a corporate surety authorized to do business in the State of Louisiana and
qualified as herein provided or make such other provision as may be approved by
the Office in such ampbunt as nay be determined by the Office in accordance with
the foll ow ng rules:

1. In every case where an application is favorably considered, the

Ofice will then decide the anbunt of acceptabl e securities or surety bond which
will be required; provided, however, that in no case shall the amunt of
securities or surety bond be |l ess than the greater of:

a. One Hundred Thousand Dol lars ($100, 000.00); or

b. The aver age wor kers' conpensation | osses i ncurred over t he nost
recent three year period nmultiplied by 110% or

c. The total amount of unpaid workers' conpensation reserves at

the tine of application nmultiplied by 110%

A maj ority-owned subsidiary of a Parent Conpany, duly adnmtted
as a Self-insurer, may not be required to post securities or surety bond
provi ded the Parent Company by resol ution guarantees paynment of the liabilities
of the subsidiary.

2. The mi ni numexcess i nsurance requirenments that an I ndividually Self-
i nsured enpl oyer shall maintain shall be determ ned by the O fice.

AUTHORI TY NOTES: Pronul gated in accordance with R S. 23:1168 Act 938 of
1988 Regul ar Sessi on

HI STORI CAL NOTE: Pronul gat ed by t he Departnent of Enpl oynment and Trai ni ng,
O fice of Whrkers' Compensation, LR 17:959 (Cctober 1991).

8§1727. Forfeiture of Security

A An injured worker or group of injured workers can apply to the
Director for the paynment of benefits pursuant to LA R S. 23:1168(D) if a self-
i nsured enployer has failed to pay benefits for undi sputed clains.

B. Upon default the O fice shall deposit the proceeds fromthe security
or the bond into an interest bearing account. The interest derived therefrom
shall be used to offset the administration of claims. The office nay thereafter
contract for the administration of clains fromthe account.

C. In the event the Director pursuant to 23:1168(D) provides for pro
rata distribution of security proceeds to claimants or issues an order or
deci si on whi ch may be adverse to a claimant, he may within 60 days of the order
or decision appeal to the district courts of this state.
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AUTHORI TY NOTES: Pronul gated in accordance with R S. 23:1168 Act 938 of
1988 Regul ar Sessi on

HI STORI CAL NOTE: Pronul gat ed by t he Departnent of Enpl oynment and Trai ni ng,
O fice of Whrkers' Compensation, LR 17:959 (Cctober 1991).

8§1729. Financial Classes, Security anmpunts, and Waiver of Security

A Each self-insurer will be classified according to its net worth as
shown on its nost recent year-ended financial statenment submitted to our office.
The fol l owi ng classifications will be established and known as Fi nanci al Cl asses
(FO):

1. An enpl oyer whose net worth i s greater than or equal to Seven Hundred
and Fi fty Thousand ($750, 000. 00) but | ess than Five MIIlion ($5, 000, 000. 00) shal
be in Financial Class | (FC ).

2. An enpl oyer whose net worth is greater than or equal to Five MIIlion
(%5, 000,000.00) but is less than Fifty MIlion ($50,000,000.00), shall be in
Financial Class Il (FC11).

3. An enpl oyer whose net worth is greater than or equal to Fifty MI1lion
($50, 000, 000. 00) but less than Two Hundred and Fifty MIlion (250,000, 000.00),
shall be in Financial Class IlIl (FC111).

4, An enpl oyer whose net worth is greater than or equal to Two Hundred
and Fifty MIlion ($250,000,000.00), shall be in Financial Cass IV (FC1V).

B. The bond or security deposit requirement may only be waived as
fol |l ows:

1. In cases of private enployers, the self-insurer or applicant nust

qualify for FC IV, subnmit a properly certified audit, and have a current
debt/equity ratio that is below 3:1, or

2. If applicant is a nmunicipality or other political subdivision, the
applicant nmust have maintained a bond rating of not |ess than Baa (Moody's) on
all outstanding bond issues and continuously maintained an unrestricted fund
bal ance of not less than Five MIlion and 00/100 ($5, 000, 000.00) Dol l ars.

C. The security required by the O fice of Wirkers' Conpensation will be
the greater of One Hundred Thousand ($100,000.00) or the average of the nost
recent three (3) years of workers' conpensation |osses incurred. |In no event
shall this cal cul ated ambunt be | ess than the workers' conpensati on outstandi ng
reserves. In the event that the open workers' conpensation reserves are greater
than the average workers' conpensation |osses incurred, the amount of the
security required will be the anpunt of the open reserves.

AUTHORI TY NOTES: Pronul gated in accordance with R S. 23:1168 Act 938 of
1988 Regul ar Sessi on
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HI STORI CAL NOTE: Pronul gat ed by t he Depart nent of Enpl oynent and Trai ni ng,
O fice of Workers' Conpensation, LR 17:959 (COctober 1991).

8§1731. Appeals

A A request for hearing pursuant to sections 1713(E) or 1715(A) or an
application for appeal froman adverse discretionary deci sion nade by the office
my be made to the Director of The O fice of Wrkers' Conpensation by an
applicant, self-insurer or service conpany.

B. Requests for hearing or applications for appeals nust be in witing
and filed within 30 days of the notice of the decision or, if no notice is given,
wi t hin 30 days frombecom ng aware of or the date the aggrieved party shoul d have
been aware of the adverse decision. The appeal nust be addressed to the Director
of the Ofice of Wrkers' Conpensation and mailed to: P. O Box 94040 Baton
Rouge, Louisiana 70804 or hand delivered to the office at 1001 North 23rd
Street, Baton Rouge, Louisiana. Appeals nay not be suppl enented or amended after
the | apse of 30 days. An appellant has the right to file a witten appeal or
have the appeal heard orally. Requests for an oral hearing nmust be made within
the 30 day tine period to file the appeal

C. If no request for an oral hearing is made, then the appellant may
subm t docunentation and/or witten menmorandumto support the appeal at |east 15
days prior to the review of the appeal. Appellant will be notified at |east 30
days prior to the date of the review by the Director or the appeal committee
appoi nted by the Director. The Director or the appeal conmittee will review al
t he evidence submitted and render a decision

D. If the appellant requests an oral hearing, then appellant will be
given at | east 30 days prior notice of the hearing. The Director nmay appoint a
hearing officer to hear the appeal of the appellant. All hearings shall be
conducted in accordance with the provisions of the Adm nistrative Procedure Act
R S. 49:955 et seq. On the day of the oral hearing appell ant and appel |l ee shal
be prepared to start the hearing at the time specified in the notice of hearing.
The hearing nmy be continued for good cause provided a witten request for
extension is received at the Ofice of Wirkers' Conpensation at | east seven days
prior to the date of the hearing.

E. If after the review of the appeal conmittee or after a hearing held
before the hearing officer or the Director a decision adverse to the appellant
is made, then appellant within 30 days of the date the order or decision is
signed may appeal this administrative decision to the district courts of this
state.

AUTHORI TY NOTES: Pronul gated in accordance with R S. 23:1168 Act 938 of
1988 Regul ar Sessi on
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HI STORI CAL NOTE: Pronul gat ed by t he Depart nent of Enpl oynent and Trai ni ng,
O fice of Workers' Conpensation, LR 17:959 (COctober 1991).
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